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Non-technical summary
Individuals who want to become entrepreneurs need to spend time on an important aspect: risk. They risk not only their financial well-being, their career, their family relations, but also their physical well-being. Indeed, asking nascent entrepreneurs about anxieties preventing them from becoming entrepreneurs at the end, they prominently refer to financial risks. However, is their fear justified? How likely is it that entrepreneurs suffer private losses from business closure? And what does it mean for their entrepreneurial career if private losses occur? May it even be more likely that losses at other stakeholders are more important for an entrepreneurs' further entrepreneurial career?
Financial losses arising from business closure can befall various stakeholders: shareholders, banks and public institutions, or suppliers and other stakeholders. It is reasonable to expect that financial losses impact the likelihood of a restart as a function of the stakeholders who have been forced to bear losses. Because most start-ups rely on entrepreneurs' own capital there is a high probability that entrepreneurs themselves are financially affected by loss-making business closures. This would, as a consequence, reduce their personal wealth, the fundament of future actions. However, it is of twofold importance if banks suffer losses. First, losses at banks are likely to be strong correlated with personal losses of the entrepreneurs reducing entrepreneurs' personal wealth. Second, losses at banks are "public" debts impeding the chance of credit from other banks. Both are bad for restart feasibility.
Multivariate analyses reveal that the occurrence of private losses of the entrepreneurs does not affect the restart likelihood. Losses are merely important if they arise at banks or public institutions. Then, restart is less likely. This effect may be the result of the role that banks play with respect to start-up financing, where they are often the first address to turn on. Furthermore, the type of closure matters. Restart probability is higher if the closure was result of management disagreements. Surprisingly, restart probability is independent from closure types that can be considered a business failure. This means, that if closures took place because the business development does not meet the entrepreneurs' target thresholds of performance or because of liquidity problems or excessive debts arose, restart likelihood is not affected significantly. This was not expected since other studies show that restart is less likely in the case of business failure. However, it might be that there the closure type measures capture effects that actually come from incurred losses for which it was not controlled.
The major finding of this analysis is that financial losses due to business closure are important for the occurrence of an entrepreneurial restart -if the losses incur at banks. This has an important implication for entrepreneurs. Entrepreneurs who want to continue their entrepreneurial career after a business closure should avoid losses at banks or public institutions. 
Das Wichtigste in Kürze

Introduction
Entrepreneurs who have abandoned a business must weigh a number of personal, social and economic factors when deciding to start a new business (Dyer, 1994) . Yet the act of restarting presupposes both willingness on the part of the entrepreneur and its objective feasibility. Rational entrepreneurs' willingness to restart is primarily influenced by the expectancy of future self-employment profits compared to other income alternatives.
While the former lies within the purview of the entrepreneur, the latter may be determined to large extent by external individuals and institutions -particularly in the case of a previous business failure and/or financial losses. This is also recognized by Stam et al. (2006) who note: "[…] how the prior business of the ex-entrepreneur was terminated […] impact not just the post-entrepreneurial career in general, but also renascent entrepreneurship in particular" (Stam et al., 2006, p. 8) .
To date no study analyzing the effects of different types of abandoning a business on the restart likelihood (e.g. Metzger, 2008 has attempted to differ between the willingness of entrepreneurs to restart and its objective feasibility. This article aims to address this gap in scholarship. By including measures that account for stakeholder groups who bear financial losses arising from business closure, feasibility can be approximated and its effects on the likelihood of an entrepreneurial restart can be analyzed. To do so, unique data of foundations in Germany is used containing information about financial losses due to business closures.
Entrepreneurial restarts
Many entrepreneurs who close a business are discouraged and choose the exit option, i.e. turn their backs on entrepreneurship (Ronstadt, 1986) . Others are unflagging. They engage in several firms swallowing also business failures before they find "their" business (Ronstadt, 1982) . Renascent entrepreneurs i.e. entrepreneurs who closed a business and prepare their restart can be characterized by several factors. One of the first analyses which considered such latent restarters is that of Wagner (2003) . He investigated in which respects entrepreneurs who had 'closed or given up' a firm in the past and who toying with the idea to venture anew differ from those who leave the entrepreneurial career path. Relying on survey data he found that especially entrepreneurs who are youngish and higher educated aspire to take the second chance. The latent restarters are, in addition, comparatively less risk averse and have rather more contact with other start-up entrepreneurs. Stam et al. (2006) also used survey data to characterize renascent entrepreneurs and came to the conclusion that the human capital of the ex-entrepreneurs is indeed very relevant. Highly educated entrepreneurs and those with multipleentrepreneurial experiences are more prone to restart than others, as are entrepreneurs who abandon a business by the way of selling it. The human capital effect is confirmed by Schutjens and Stam (2006) . Based on a small sample analysis, they show that experience is crucial and positively affects restart probability.
Derivation of hypotheses
The reasons why entrepreneurs close their business are many and diverse. Closures may be the result of economic pressures, such as insolvency or bankruptcy, or strategic reasons, such as an effort to avoid bankruptcy or absolve guarantee claims. In most cases closures are not economically inevitable. Entrepreneurs often close businesses 'voluntarily' in order to return to the workforce, enter retirement, make a clean break and open a different business, or due to health reasons, etc. Yet regardless of the ultimate cause of closure, its occurrence can be emotionally burdening for the entrepreneur (Sheperd, 2003) . Once 'discouraged' (Stokes and Blackburn, 2001) , entrepreneurs may conclude they are not up to the task of self-employment, as they 'learn' about their own inabilities (Jovanovic, 1982) . This depresses the profit expectations of further self-employment and may prevent restart if profit expectations are negative, i.e., below that expected from an alternative mode of employment. This scenario is particularly likely in the case of business failure, when entrepreneurs are more inclined to become pessimistic about future attempts (McGrath, 1999) . While discouraged entrepreneurs may have a lowered willingness to start afresh, the feasibility of establishing a new business may also be restricted. Metzger (2008) analyzed the occurrence of real restarts considering particularly the effect of how a previous business was abandoned. Failed entrepreneurs i.e. entrepreneurs who closed a cash-strapped firm voluntarily or went bankrupt are less likely to restart than other experienced entrepreneurs who closed a firm. However, if entrepreneurs chose unlimited liability legal forms, capital constraints can lower the restart probability additionally. Business failure due to bankruptcy is likely to impede restart owing to the financial affliction by remaining debts and financing problems resulting from the failure.
However, if the legal form of the former business stands for capital protection due to limited liability the type of failure does not matter that much. The findings of Metzger (2008) give an idea about how financial afflictions resulting from abandoning a business affect the restart likelihood since the occurrence of start-up financing problems depends on the type of business closure (Metzger, 2007a) . He shows that particularly previous bankruptcy increases the likelihood to be faced with start-up financing problems. Consequently, both the existence of and the access to financial means seem to be restricted in case of previous business failure.
However, since the data applied in Metzger (2008) does not allow a disentanglement between willingness and feasibility he cannot differ between effects resulting from negative expectancies and capital restrictions. Information about the occurrence of real financial losses resulting from business closure can help to separate these effects. Financial losses arising from business closure can impact various stakeholders: shareholders, banks and public institutions, or suppliers and other stakeholders. It is reasonable to expect that financial losses impact the likelihood of a restart as a function of the stakeholders who have been forced to bear losses. Four out of five start-ups capitalize on entrepreneurs' own capital, one out of five start-ups applies banks loans and further 20 percent utilizes money from family and friends (Metzger, 2007a) . There is thus a high probability that entrepreneurs themselves are financially affected by losses incurred from business closure, which, as a consequence, reduces personal wealth, the fundament of future actions.
However, it is of twofold importance if banks suffer losses. First, losses at banks are likely to be strong correlated with personal losses of the entrepreneurs reducing entrepreneurs' personal wealth. Second, losses at banks are "public" debts impeding the chance of credit from other banks. Credit defaults are recorded by credit bureaus. This worsens an entrepreneurs' credit rating and, as a consequence, reduces the chance for a credit approval. Even if the latter point might be less problematic in Germany, where individuals and firms traditionally do not hop between banks, but rather cultivate a strong relationship with one principal bank, a so-called Hausbank (house bank), losses at banks can diminish entrepreneurs' personal wealth and block banks as a source of financing, both are bad for restart feasibility.
On the basis of the discussed theoretical arguments and existing empirical evidence following hypotheses can be derived: H1: Business closures which can be considered as failure lowers entrepreneurs' expectancy about future net profits of self-employment and reduces restart likelihood.
H2: Financial losses resulting from business closure incurred by shareholders constrain entrepreneurs' financial leeway and reduce restart likelihood more than losses at other stakeholders.
H3: Financial losses resulting from business closure incurred by banks constrain entrepreneurs' financial leeway and reduce restart likelihood.
Data
In order to conduct the analysis the ZEW Entrepreneurship Study is applied. The data is based on 12,000 observations that have been included in a telephone survey that was Concerning the approach used to obtain firm information, several attempts have been made to contact an appropriate interview partner. A firm representative was tried to be called on the basis of the last known firm contact details but (maximum two) firm participants including owners and managers were also tried to be called at their home ad-dresses, if the attempt to contact the firm was unsuccessful. Applying this approach, also already closed firms could have been surveyed, which is a distinctive feature of this study.
With 3,702 complete interviews out of the 12,000 sample observations, the response rate was about 31 percent, which is high compared to other German studies conducted by telephone. 1,008 cases of all observation refer to businesses that were already closed at the time of the survey.
In 237 
Selection of variables
The hypotheses are tested within a multivariate framework. The occurrence of an entrepreneurial restart is the dependent variable in a probit estimation. The dependent variable RESTART equals one if an entrepreneur of a closed business' entrepreneurial team ventures anew and zero otherwise. Two different specifications are fitted. In the first specification the second set of main covariates, i.e. the variables indicating which group of stakeholders incurs financial losses, is omitted and then introduced in the second specification. This enables to identify possible effect which may arise from an omitted variable bias if neglecting these variables. Table 1 the introduced independent variables can be subdivided into main covariates and other control variables. Two primary sets of explanatory variables are introduced to account for different closure reasons and for the stakeholder groups which have suffered financial losses from closure. Other ancillary independent variables control for specific firm characteristics; these include governance, legal status, size, location and industry affiliation There are different closure reasons that could be developed from the interviewees answers, which led to eight indicators. The indicator DEBTS refers to closures due to excessive debts. It is a closure reason that suggests business failure and which is thus an appropriate indicator to test hypothesis H1 owing to which negative effects are expected.
As shown in
NOTWORTH is a further closure reason variable. It refers to closures that occur because they do not meet the entrepreneurs' target threshold of performance. However, no expectation about the effect of this measure is derived. At the one hand, entrepreneurs who close a business because they recognize that a going concern is not worth it, might regard themselves as being failed preventing them from restart. At the other hand, they may hold the opinion that this experience improved their entrepreneurial talent confirm- 
Results
Table 2 "Entrepreneurs risk their financial well-being, career opportunities, family relations, and physical well-being" (Liles, 1974) . This recognition is fairly true as the 61 percent share of entrepreneurs who incurred financial losses due to their business closure suggests. At a first glance, this finding does not agree with Dennis and Fernald (2001) who note that "the chances of financial success in terms of change in personal financial condition are substantially greater than the chances of loss". Stating so they refer to their findings based on exits implying both exits due to real closures and due to sale of shareholdings.
Indeed, a exit of the latter type is associated with a freeing of capital and probably with capital gains. However, referring solely on business closures the data of Dennis and Fernald (2001) also show that slightly more than half of all entrepreneurs suffer losses due to business closure which is comparable with the finding herein. Banks and public institutions suffered losses in 22 percent of the closures, while in 31 percent of the closures other stakeholder like suppliers must incur losses. Control variables CAPITAL 0,000 0,482 0,000 0,412 CAPITALM -0,010 0,771 -0,008 0,830 TEAM 0,134 *** 0,000 0,135 *** 0,000 TEAMM 0,005 0,946 -0,005 0,941 LIMITED 0,161 *** 0,000 0,158 *** 0,000 SIZE 0,003 *** 0,001 0,003 *** 0,001 SIZEM 0,043 0,443 0,043 0,433 AGE -0,023 *** 0,001 -0,022 *** 0,001 AGEM -0,144 0,129 -0,154 0,108 EAST -0,037 0,237 -0,035 0,264 HTIND -0,006 0,961 -0,008 0,943 OTHERIND 0,020 0,749 0,025 0,681 TECHSERV 0,230 *** 0,001 0,232 *** 0,001 The fourth and fifth rows provide the results for the second, fully specified estimation.
The financial loss indicators capture effects which were associated in the first specification with closure reasons. Contrary to the results of the first specification, the findings of the second specification show that DEBTS now does not significantly affect the likelihood of restart. Closures indicative of failure thus have no influence on whether or not entrepreneurs restart -a surprising finding, indicating that entrepreneurs are neither discouraged when their business fails, nor do they come to the conclusion they are unfit for selfemployment. However, this is in line with findings of Stokes and Blackburn (2002) , who report that entrepreneurs believe they can certainly succeed with another business even after having failed. Such a view may not be rational, but is the result of psychological defence mechanisms by which individuals blame external circumstances -such as an unfavourable economic climate -for their failure rather than their own incapacities (see Van den Steen, 2004 for a compilation of relevant citations).
The financial loss indicators also reveal some interesting effects. Surprisingly, the variable SHAREHOL was not significant. This contradicts expectations: if shareholders, i.e., the entrepreneurs, suffer financial losses due to business closure, this plays no role in the likelihood of restart. This finding could mean that entrepreneurs are often able to rescue a large portion of their private capital after being forced to close their business. However, it could also mean that entrepreneurs who restart are simply able to acquire the capital they need, regardless of the depletion of their private resources.
By contrast, results for the BANKS variable conform with expectations. The effect is negatively significant meaning that financial losses due to business closure considerably lower the likelihood of restart.
Implications
The results of this study have some important implications for both policymakers and entrepreneurs. Actually, the political position concerning failed entrepreneurs is that one should "promote the fresh start of previously failed businesses, by enabling and empowering them to begin new activities without being hindered by restrictions [because they] do learn from their mistakes and are more successful in the future" (European Commission, 2002, p. 9). In the recent years several multivariate empirical studies refute this outperformance myth (Kay et al., 2004 , Metzger, 2006 , Metzger, 2007b , Ucbasaran et al., 2006 , which was started or at least revived by a study of BCG (Boston Consulting Group, 2002) . In consequence these studies query the claim for special support. The findings herein show, however, that solely the fact of business failure does not deter entrepreneurs from restart. Even if the failure results in private financial losses entrepreneurs' restart likelihood remains unaffected. This is different to the occurrence of financial losses at banks or public institutions. Such kind of losses reduces restart likelihood.
Many of persons might argue now, that this is the proof for the need of special support particularly since one knows that previously failed entrepreneurs are more likely to have financing difficulties (Metzger, 2007a) . However, it must be clear that any person having debts at banks typically will have problems to get money independent if she is a previously failed entrepreneur or not. For example, novice entrepreneurs who are burdened with old debts are likely to have financing difficulties, too. Doubts in the claim for particu-lar public support are also endorsed by the fact, that if previously failed entrepreneurs actually restart, their start-up financing composition and the financing sources tapped are not significantly different from that of other entrepreneurs (Metzger, 2007a) suggesting that entrepreneurs who want to restart select themselves into adequate financing.
However, the major finding of this analysis is that financial losses due to business closure strongly influence the likelihood of entrepreneurial restart -yet only when losses are incurred by banks. This has an important implication for entrepreneurs. Entrepreneurs who would seek to continue their entrepreneurial career after a business closure would be well advised to avoid causing losses at banks or at public financial institutions. This advice is worth heeding if a business does not meet entrepreneur's target performance threshold. Then, entrepreneurs either can keep the ailing business afloat or can foresightedly close the business. Frequently, entrepreneurs forfeit the opportunity for a wellmanaged closure in such a situation because they overly optimistic trust in better times.
However, in doing so, they risk a worsening of the business' economic situation that consequently would deteriorate their restart chances. 1
